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The Philosophy of Determining Fees
By MARY LOUISE BRUNEAU, C.P.A.
New York Chapter, A.S.W.A.
Let us look at some of the obvious points
to be considered in determining what our
annual income should be.
We are professional people, with the neces
sary training and education, entitled to a
net return commensurate with our abili
ties. Admittedly, there are Certified Public
Accountants of varying experience and
capacity, but practically all should be
earning a minimum well above the
amount paid a competent bookkeeper,
with a plus for educational and capital
investment, and the responsibility at
tached to being in charge of a business,
as well as for the legal responsibilities
assumed.
Our income should compare favorably with
the other professions.
We should take into consideration the eco
nomic changes of the past twenty years.
The accountant, today, in setting his ulti
mate goal, cannot accept past standards
as a measurement, adjusted for the de
flated dollar, because the accountant
today has had to have much more inten
sive training and wider experience than
in the past.
With the increasing complexity of the field,
especially in taxation, the accountant has
had to spend far more nonchargeable time
than formerly in keeping his thinking
current.
In recent years our concepts have widened
as to the areas in which an accountant
can be exceedingly valuable. Managements
Services in one such area.
After considering the above points in rela
tionship to ourselves, being as fair as we know
how about our own ability and stage of devel
opment, we should decide what our ultimate
goal in terms of dollars and cents is to be.
In anticipating the ultimate goal of dollars,
you must naturally decide also how much time
you wish to give toward gaining that financial
end. How many hours a year will you work?
How much chargeable time, how much non
chargeable?
Part-time accountants should figure in terms
of being full-time in practice, taking into the
calculations a reasonable estimate for what
the overhead would be. Then, when you do
operate on a full-time basis, your billing prac
tices will be in line with sound and practical

This discussion deals with the underlying
principles of fees, and not with the presenta
tion of a formula to be fed into a machine,
thereby obtaining an automatic answer. The
purpose is to direct our thinking to this muchneeded area of improvement. Much of what
will be said will not be new; but if by empha
sis and crystallization, it inspires us to do some
thinking and prompts us to exchange experi
ences, its purpose will have been accomplished.
It would seem that accountants are better
trained and equipped in the subject of fees
than those of any other profession. However,
with the long hours spent in attending to our
clients’ business, often we do not take time
to think through our own affairs and plan for
the future.
Some will say, “Yes, but this is no problem
for me.” Why isn’t it? Can you say, “Well, I
only worked overtime several weeks this year.
The weather was certainly grand the entire
month I spent in Canada, on my summer vaca
tion.” This should be the normal state of
affairs, once a practice is firmly established.
Consider the younger practitioner, just start
ing in business for himself. What is he to
charge? Even though, you, as an individual,
may have all the “answers” for yourself, that
is not sufficient. The expression “No man is
an island” applies here, too. If the profession,
as a whole, had a thorough understanding and
knowledge of this subject, it would reduce
poor fee practices and help to eliminate some
of the difficulties of the new practitioner. There
would be better public relations, and fees for
the entire profession would be more in line
with what they should be.
It has been stated in a recent publication1
of the American Institute that about one-fifth
of the Certified Public Accountants in public
practice are receiving incomes which compare
unfavorably with the salaries paid staff ac
countants and nonexecutive accountants in
industry, so this is a serious matter.
The problem is also often mentioned, “What
about the accountant who undercuts?” It is
not enough to dismiss this with a shrug of
the shoulders and comment, “Well, people
get what they pay for.”
1AICPA, “The Difficult Art of Setting Fees,” Bul
letin 3, Economics of Accounting Practice, page 3
(N. Y. 1957)
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he should have done and didn’t, and now time
has slipped away, and the work is not ready.
Should we charge a “low” rate because of his
inadequacy? There is the new client who has
started a business venture which promises to
have a big future. What should your attitude
be? What consideration should be given to the
client who year-in and year-out is “an old
faithful”? One of those good people who pay
promptly, cheerfully, for work which can be
done at our convenience, and does everything
he possibly can to facilitate matters? These
are some of the situations which involve our
Philosophy.

professional thinking. It is always better not
to figure your place of business as a desk at
home, or at a client’s, but a regular, wellequipped professional office.
Also, we should be able to earn a good
income, without building a large firm of em
ployees. As long as we are doing work of a
professional nature, regardless of the number
of employees, we are entitled to a reasonable
return. Sometimes some of the work could be
done by a junior accountant, but it does not
mean that you are only entitled to a junior fee.
In figuring the portion of chargeable and
nonchargeable time, your past experience can
be helped by the American Institute studies.
An analysis of your nonchargeable time can
be extremely helpful. You should allow ade
quate time for study, for building up a prac
tice, and so forth.
Now you can figure what the average rate
per hour should be, to cover your ultimate
net earnings plus your overhead. The fact that
one of the most important factors underlying
bills is time, does not mean that we neces
sarily bill our clients in this fashion. A bill
may simply state, “For professional services
rendered.” Many accountants will avoid, when
ever possible, itemization of hours and rates
in any manner on bills. However, it is always
important to keep accurate records, to be able
to support a bill if the occasion should arise,
as well as for our own information. Nor do we
take this average rate and simply compute our
clients’ bills using this inflexible yardstick
whenever there is no set fee. Other very impor
tant factors enter the picture.
To illustrate: One morning in March, just
when you are trying to do everything to sat
isfy everyone, including clients flying on their
vacation to South America, a client calls up
with a serious problem, involving a consider
able amount of money. Time is taken, in the
midst of everything, to do the work. The
importance of the result, and the fact that an
urgent demand was made at an extremely
busy time are things which the accountant
should weigh in this situation.
There is the client to whom we play nurse
maid—help to educate, help to remind.
Another calls up constantly for advice, not
necessarily always about accounting. How
about the client with whom there are a num
ber of exhausting and exacting morning-long
conferences? Should these people be charged
at the same hourly rates as routine, at-our-own
convenience work?
Chances are, we all have the client who has
us do some rather uncomplicated work because
he wants to keep certain information strictly
confidential. Or he asks us to do some work

The CPA Handbook2 lists nine basic factors
to be considered in setting fees, in their cus
tomary order of importance. They are as fol
lows:
1.
Staff time devoted to work.
2. Technical importance of work and extent
of responsibility assumed.
3. Value of services to client.
4. Difficulty of engagement.
5. Skill and experience of principal or firm.
6. Special considerations, in the case of a
new client.
7.
Size and character of community.
8. Relation of engagement to utilization of
staff.
9. Unusual amounts of overhead caused by
engagement.
To condense this for our thinking, the three
most important factors to be used as a basis
for fee determination are the time involved,
the importance of the particular matter, and
the technical knowledge required. In review
ing these points, we return again to the fact
that the commodity we have to offer is a
combination of time, knowledge and experi
ence. We must first know how we are utilizing
these assets. We may, for an hour’s time,
charge ten times as much in one instance as
we do in another, but we should first know
that we spent an hour.
This question of time opens up some points
for each of us to reexamine.
1. Are you keeping proper time records?
Do your records reflect fairly how your
time is spent?
2. Do you work efficiently? How can you
improve?
3. If your present return is not up to your
ultimate goal,
a.
Should you utilize your existing staff
2Wiliam T. Dwight, ‘‘Fees for Services,” Chapter
12, CPA Handbook, page 2. (AIA, 1952. Robert L.
Kane, Jr., Editor)
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better, enlarge your own staff, or
By figuring out your own average rates
delegate work to clients’ personnel, to attain your goal, you will have a yardstick
so that your time is more efficiently to measure each of your engagements. You
spent?
will fix in your own mind a minimum rate
b. Should you spend additional time below which you will not go, unless it is
in study and research?
charity, and then, you will be doing it with
c. Do you need to educate your clients your eyes open, and the folks might as well
as to the services you are now ren know you are donating, say, 50% of your
dering them?
services, or better.
d.
Should you increase your rates?
e.
Should you eliminate some accounts?In some instances you may for a while keep
Simply determining the average rate that certain marginal accounts, but if your work
other accountants charge does not give the mounts up and, upon reexamination, there
answer, although it can be helpful. One ac seems no future in these marginal accounts,
countant may charge half as much per hour as then you can decide to either increase the
the second. But, if the first includes typing rates, reduce the work, and do something to
time, phone calls, and so forth, while the sec correct the situation.
ond is careless about records and doesn’t
Along with a review of your fees from an
put down all his time, then the bill of account average hourly rate standpoint, it is good also
ant number one might be more than that of to analyze them from a standpoint of the fac
number two for identical work.
tors other than time. What can each of us do
In the recent Ohio fee survey,3 134 offices
in this area of fees?
made direct charges to clients for typing, while
1. We can, each one of us, make a plan
136 did not. In another survey,4* 13 billed
for ourselves. We can then review and
clients for phone consultations, 16 did not,
analyze our own accounts.
which indicates there is considerable variation
2.
We can read and study.
in practices.
a. Several books which are helpful are
3Battelle, Gordon S., Chairman, “Ohio Survey”—
the book by Bacas, “The Successful
The Technical Program Committee, Fall Meeting, 1957,
Practice of Accountancy” and “Ac
Ohio Society, Table G.
4Harrisburg, Pennsylvania, Chapter Survey, “Sum
countant Office Manual” by Rockey.
mary of Questionnaires,” page 3.

8

Officers and Directors
American Society of Women Accountants

These officers and directors attended the annual meeting last October. Seated: E. Virginia Barnett, first vice
president, Genevieve A. Michel, president, Betty Brown, treasurer. Standing: Mary C. Tonna, director, Phyllis E.
Peters, auditor, Virginia Turner, director, Erma A. Sembach, 2nd vice president, Carolyn J. Abernethy, immediate
past president, Dorothea Watson, director, and Pauline R. Cady, secretary.

The CPA Handbook has information
also.

able and nonchargeable time of some
successful practitioners.7
c. Also, detailed, efficient methods of
controlling time, and keeping time
records.8

b. Three papers’’ presented at the 1958
American Institute meeting discussed
fee practices of three different-sized
firms.

4. The American Institute is initiating small
seminars to discuss the principles and
problems of fee determination.

c. Various fee surveys have been made,
the most extensive one being the
recent one in California. The Ohio,
Colorado and other surveys will also
help to stimulate your thinking.

5. We, of the New York State Society, are
planning to have a “Dutch-Treat” dinner,
where we can exchange experiences. A
good way to prepare for these would be
for each of us to write down ways we
have dealt with the philosophy of fees.
These “Dutch-Treat” dinners are open
to all.

3. The American Institute recently pub
lished several excellent pamphlets in
their Economics of Accounting Series
which may now be bought by non
members. The bulletins give:

6. We can educate our own circle of peo
ple—our clients, our prospects, our
friends, and colleagues.
Further thoughts on fees, and charge-Remember, in the last analysis, the progress
which the profession makes is dependent upon

a. An idea of the income of practicing
Certified Public Accountants and sev
eral other professions.6

b.

(Continued on page 14)
5AICPA, “Fees and Their Determination”—1958 An
nual Meeting Papers:
a. Stevens, Wilbur H., “Practices of the Smaller
Firm”
b. Ward, Herman, “Fees and Their Determination”
c. Shaw, William R., “Fees and Their Determination”

7AICPA, “The Difficult Art of Setting Fees,” Bul
letin 3, Economics of Accounting Practice (N. Y. 1957)

8AICPA, “Controls for the Effective Use of Time,”
Bulletin 5, Economics of Accounting Practice (N. Y.
1958).

6AICPA, “Income of Practicing CPAs,” Bulletin 1,
Economics of Accounting Practice (N. Y. 1957).
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rities. Tax-exempt securities of municipal and
state agencies are other possibilities.
The author concludes with the statement
that “know-how” in this field is increased
through personal contact with the investment
personnel of banks and security dealers. He
also counsels there is no more effective means
of learning than through doing.
WOMEN IN THE ACCOUNTING WORLD,
by Margaret White Nally, Lybrand Journal,
Vol. 40, No. 2.
The changes in the status of women in the
accounting world are highlighted in this arti
cle. She traces the steady progress of women
in the several general areas of accounting and
makes mention of Christine Ross, the first
woman CPA in the United States, who passed
the fourth examination administered in 1898.
She tells of the objectives of the American
Woman’s Society of Certified Public Account
ants, and its affiliate, the American Society of
Women Accountants.
Her concluding statement: “The greater
demand from business and the apparent short
age of qualified manpower has offered un
precedented opportunities for the woman
accountant of today. If she does her job well,
as we have every reason to believe she will,
the woman accountant of tomorrow may look
forward to a future of prestige and oppor
tunity.”
(Continued from page 9)
what each one of us does individually. It is
up to each one of us to examine ourselves and
to do something concrete about our own think
ing and those with whom we come in contact.
It starts off with “Me.”

(Continued from page 5)

data. The recommended minimum and maxi
mum quantities are made available to the
production people for review and acceptance
as to manufacturing runs and storage require
ments. Final approval is given by an inventory
committee who either approve or modify the
quantities indicated, based on the marketing,
production and financial requirements. Once
the maximum and minimum requirements are
determined on finished products, the raw
materials and purchased hardware, quantities
are determined by the production function
governed by manufacturing and procurement
lead time factors. Of course, the high and
low limits are subject to a periodic review,
prompted by the inventory committee.
The application of any specific technique
or any combination of techniques and proce
dures is not the complete answer. Problems
pertaining to inventory are magnified by each
person within the management group. As finan
cial advisors, we say large inventories drain off
cash that could be used more advantageously
while the marketing men believe that the
company must never make a customer wait.
The plant manager, who bears the brunt of
either of the two opinions, usually wants
longer manufacturing runs for steady employ
ment and lower costs. For these reasons, we
must never cease stressing the essentials of
inventory control. The task of all production
planning, scheduling or control functions, in
fact, is typically to balance conflicting objec
tives such as those of minimum purchase or
production cost, minimum inventory invest
ment, minimum storage and distribution cost,
and maximum service to customers. In the final
analysis, inventory management and evaluation
are calibrated in dollars and cents.

For further reading:
Carson, A. B., “The Public Accounting Profes
sion in California,” Public Accountancy Re
search Program, Bureau of Business and
Economic Research, University of California
(Los Angeles 1958)
Pilie, Louis H., “Office Organization and Rec
ords,” Chapter 7, CPA Handbook, “Co
ordinated Set of Forms for a Public
Accountant’s Office,” Chapter 7, Appendix
B, CPA Handbook. (AIA, 1952. Robert L.
Kane, Editor).
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